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The  percentage  of  activity  in  the  cotton  spinning  industry  has  declined  sub- 
stantially from  the  peak  levels  reached  earlier  in  the  war  period,  although  the  level  is 
still  much  higher  than  in  any  pre-war  period.  A  number  of  factors  have  contributed  to 
this  decline,  foremost  among  which  has  been  the  tight  labor  situation  in  cotton  textile 
mills. 

Were  cotton  spinning  activity  to  continue  at  the  same  level  as  in  recent  months 
for  the  remainder  of  the  season,  the  quantity  of  cotton  consumed  would  total  about 
9-2/3  mil  1  ion  bales. 
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—  February  22 B  19^5 
FACTORS  AFFECTING  THE  TIGHT  COTTON  TEXTILES  SITUATION 

Among  the  most  frequently  recurring  questions  in  the  fiber  and 
textile  field  in  recent  months  are:     (l)  Why  is  it  that  there  is  a 
supply  of  raw  cotton  which  is  so  large  that  it  threatens  to  become 
burdensome  while  at  the  same  time  consumers  of  the  nation  find  such 
a  scarcity  of  cotton  cloth  and  cotton  garments,  particularly  those  to 
which  they  were  previously  accustomed?     (2)  Why  is  it  that  rayon 
products  are  in  such  apparent  relative  abundance  even  in  uses  in  which 
raycn  had  made  no  headway  before  the  war,  while  cotton  products  are  not 
to  be  had? 

These  questions  are  important  and  no  simple  answer  is  likely  to 
be  fully  adequate^  for  the  factors  involved  are  both  numerous  and 

cemplexo  - 
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Supply  of  Raw  Co t to n 
More  Than  Adequate 


The  domestic  supply  situation  for  raw  cotton  is  so  widely  understood 
that  it  is  unnecessary  to  develop  it  here  in., detail.     The  domestic' carry- 
over of  American  cotton  during  the  past  ^'years  has  ranged  from  10. 5  to 
12.0  million  hales  and  last  August  was  10.6  million,    -^uring' the  same' 
5-year  period,  the  domestic  supply  of  American  cotton  had  ranged  "between 
21. 7  million  hales  and  23.1  million,  hales,  and  this  season  is  ahout  22>7 
million  hales.     Inasmuc-fr  as  the  prospective  disappearance  this  season  is 
somewhat,  less  than  indicated  production,  the  carry-over  on  August  1.  19^5i 
is  expected  to  he  well  above  .that'  of  a  year  earlier.     In  view  of  such 
sizeable  supplies  of  cotton  on  hand  at  all  times,  plus  the  additional 
factor  that  serious  shortages  have  "been  avoided  also  so  far  as  particular 
qualities  of  cotton  are' concerned,  it  is  ohvious  that  textile  output-in 
the  United  States  has  not  :heen  limited  to  any  significant  extent  "because 
of  any  aspect  of  the  raw  cotton  supply  situation. 


Demand  for'  Cotton  Textiles  at 

Ceiling  £rices  Exceeds  Supply   ■  ,' 

The  peak  level  of  cotton  textile  output  was  reached  in  'the  spring 
of  1942.     In  April  of  that  year  the  consumption  of  raw  cot'toh'to'taled 
nearly  1  million  hales,  the  largest  quantity  ever . consumed  in  a  single 
month.-    Consumption  has  since  declined,  and  during  the  first  half  of  the 
■current  season  has  -averaged  only . slightly  more  than  800,000  hales  per 
month. .  The  following  tahle  shows  the  changes  that  have  occurred  during 
this  period,  in  a  numher  of  significant  series  of  data': 
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Inasmuch  as  the  mills  during  the  war  period  have  demonstrated  their 
ability  to  consume  materially  more  cotton  than  at  present,   it  is  evident 
that  the  decline  in  cotton  consumption  is  not  the  result  of  a  scarcity 
of  processing  machinery,  although  more  time  may  "be  lost  now  for  repairs 
than  formerly  and  the  general  condition  of  many  mills  may  have  deteriorated 
somewhat  "because  of  the  inability  to  obtain  new  machinery  as  would  have 
been  done  in  normal  times. 

During  the  5  seasons  19"55~39»  consumption  of  cotton  in  the  United 
States  averaged  nearly  7  million  bales  per  year.    Virtually  all  of  this 
quantity  was  for  domestic  civilian  consumption,   inasmuch  as  the  combined 
military  and  export  demand  was  negligible.    Although  the  combined  military 
and  export  demand  mounted  rapidly,  the  quantity  of  goods  available  to 
U.S.  civilians  in  I9UO-J4-I  and  19^-1-^2  appears  to  have  been  higher  than 
ever  before.    Much  of  the  increase  took  the  form  of  inventory  accumulations 
In  19^2-U"2;,  the  new  supply  of  cotton  textiles  available  to  civilians 
appears  to  have  been  about  in  line  with  consumer  purchases,  leaving  textile 
inventories  in  civilian  distributive  channels  about  where  they  were  a  year 
earlier.    However,  Government  takings  continued  to  increase,  total  pro- 
duction continued  to  decline,  and  the  quantity  of  new  production  available 
for  U.S.  civilians  in  ^UV^  appears  to  have  been  below  any  recent  pre- 
war average.     Since  consumption  has  continued  large,  inventories  were 
materially  reduced.    The  same  situation  has  prevailed  so  far  this  season, 
and  is  expected  to  continue  until  sometime-after  VE-Day. 

Despite  the  tight  civilian  supply  situation,  the  armed  forces  have 
hac*  difficulty  in  obtaining  needed  textiles.    The  War  Department  has  been 
in  such  urgent  need  of  certain  types  of-  cotton  textiles  that  in  December 
19^U,  a  number  of  Army  officers  and  some  1,000  soldiers  with  experience 
in  cotton  mills" were  assigned  to  mills  producing  duck  and  tent  twill,  as 
a  means  of  achieving  larger  output  for  those  needed  textiles.     It  is 
equally  true  that  much  larger  quantities  of  textiles  than  are  being  made 
available  for  export  would  have  found  a  ready  demand  if  they  had  been  avail 
able.     Consequently,  the  demand  of  civilians,  of  our  own  military  organiza- 
tions, and  foreign  importers  has  each  been  so  great  that  outlets  were 
available  for  substantially  larger  quantities  of  cotton  textiles  than  were 
produced.     In  fact,  the  total  demand  for  cotton  textiles  was  undoubtedly 
more  than  enough  to  have  provided  outlets  at  ceiling  prices  for  all  textile 
had  production  continued  to  the  present  time  at  the  record  rate  prevailing 
in  April  19^2. 

Tight  Labor  Situation  Irincipal  Factor  in 
Declining  Textile  Output 

In  brief,   then,  for  more  than  2  years,   supplies  of  raw  cotton  have 
been  sufficiently  abundant,  the  quantity    of  textile  machinery  adequate, 
and  the  demand  for  textiles  more  than  enough  to  have  supported  a  much 
higher  level  of  cotton  consumption  and  cotton  textile  output  than  actually 
occurred.     Then  why  has  textile  output  declined?    By  far  the  most  important 
factor  usually  mentioned  as  causing  the  decline  in  textile  output  is  the 
tight  labor  situation* 
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In  April  1942,,  the  month  of  peak  wartime  cotton  consumption,  there 
were  507,200  pedple  employed  in  cotton  manufacturing.     This  was  near  the 
peak  of  510,300  workers  employed  in  December  19-1+2.    During  the  first  5 
months  of  the  current  season,  the  average  number  employed  was  about  429,000, 
a  drop -of  15  percent  from  the  April  19^2  level.    Assuming  there  has  also 
been  ;some  decline  in  labor  efficiency,  this  decline  in  employment  is'  quite 
in  line  with  the  decrease  of  19  percent  in  the  annual  rate  of  cotton  con- 
sumption from  April  19^2  to  the  average  rate  for  the  first  6  months  of  the 
current  season.  •  This  comparison  shows  the  relationship  between  employment 
in  cotton  manufacturing  and  cotton  consumption,*  at  least  under  wartime 
conditions,  but    it  does  not  necessarily  establish  any  causal  relationship.. 

,       i'T  <  ■"  •  _     \'  ' 

We  know,-  however,  that  labor  is  scarce  quite  generally  arid  that 
<many  high- wager -industries  have  found  it  difficult  if  not  impossible  to  ' 
maintain  employment  at- as  high  a  level  as  desired.    Of  the  21  manufacturing, 
industry-; groups  on  which  the  Bureau  of  Labor  Statistics  regularly*  publishes, 
hours  and-  earnings,;  the-,  average  weekly  earnings  in  Uovember  IjHk  ranged 
from,  a  , high  of  $6 3.-28  per ■  week' in~  "transportation  equipment"  except  automobiles 
to  a  low  of  $30,55' in  "textile  mill1  products  and  other  fiber  manufacturers, " 
The  latter  includes  "cotton  manufactures  except  small  wares"  as  one  of  the 
134  individual  industries"' listed  in  their  report.    The '  range  ,  in  earnings  , 

in  the  individual  industries  ' is  from  $69 .13' per  week  in  "shipbuilding  .'  .,, 

and.  boatbuilding"  to  $21.58  per  week  in  "work  shirts. "_  The  average  -  ■.. 
earnings  in  "cotton  manufactures  except  small  ware's"  .  were  ,$27.51 -Ber-  week  . 
or  127th  out  Of  the  total  of  1      manufacturing  industries.    "So  -far  as  ,  , 
average  hourly  •  earnings' are  concerned,  "cotton  manufactures  exce.pt  -small 
wares"  with  64.6  cents"  an  hour  ranked  133rd*  exceeding  only 'the.  '!wo,rl£  . 
■shirts"  industry.  •  '« •[        ''•  r  ■.■>,>,> 

Even  though  "cotton  manufactures  except'  small  wares"  rank    near  the 
bottom  of  all  industries  from  the  standpoint  of  both  average  hourly ;  and 
average  weekly  earnings,  the  percentage  increase  has  been  about  the  satiie'.. 
as  in  other  manufacturers.    Between' April  1942  and  November  19 441  weekly 
earnings  in  "jcotton  manufactures  except  small  wares."  increased  31  percent 
and'  hourly  earnings  26  percent  .-   Between  the  same  date's  "silk  and  rayon 
goods"  (mostly  rayon)  increased ' 28  percent,  for -weekly  earnings  and'  22  -per-  ' 
cent  for  hourly  earnings,  and  "all  manufactures"  increased  34  percent  and 
26  percent,  respectively, 

'   -■     During  the  pas't  few  years' ""there  has  generally  been  an  active ,  demand 
for' workers  at  all,  wage- leve'lsi  x-  It  is  under  standable  that,,  there  should"  . 
be  a' flow  from  lower-paying  to  higher-paying  jobs',  particularly  where  .. 
such  jobs  were  available  within  the  area.  t'' 

Mills  in  the  cotton-growing  States,  though  paying  generally  lower 
wages. 'than  northern. mill.s,  nevertheless:  pay  wages  which- correspond  more 
favorably  with  those.' common  to  other,  types  of  -..employment  -in'  the  South 
-than  is  the  case,  in  other, areas.    Also,  of  importance  is  the  large  number 
of  people  employed  in  agriculture  living  fairly: close :to  the  mills.  '  Since  - 
agricultural  wage  rates  are  considerably  below  the  rates  paid  by  the. 
southern  cotton  mills,  -the: -adjacent  farming  areas  have' constituted  a'  . 
considerable  labor  reservoir-- which -was  far  more  accessible' to  southern 
mills  than  to  more  distant  industrial  establishment's-*.  .  Although  this 
is  still  a' factor,  the  increase  in  "higher  paying  war-time  employment  in  and 
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near  the  southern  mill  area9,  the  higher  farm  wage  rates  and  the  policy  "of 
granting  draft  deferments  to  essential  agricultural  workers,,  appear  to  have 
eliminated  9ome  of  the  adva.nt.ages  previously- enjoyed  by  southern  textile  mills. 

For  the  most  part  the  situation  in  other  parts  of  the  country  is  quite 
different.    Northern  textile  mills  generally  are  much  closer  to  other 
industries  than  are  southern"  mills.     Wage  rates  paid  "by  these  alternative 
sources  of  employment  furnish  much  greater  competition  for  textile  workers 
in  the  North  than  in  the  cotton-growing  States.    Unlike  the  South,  there  has 
"been  no  such  reservoir  of  relatively  low  paid  agricultural  workers  in  proxirr.it: 
to  the  northern  mills.    Also,  "because  of  the  greater  concentration  of  fine 
goods  mills  in  the  North,  the  disrupting  effect  of  the  turn-over  of  skilled 
lahorers  on  output  may  "be  greater  than  in'  the  South.    The  effect'  of  this 
situation  is  suggested  "by  the  fact  that  in  the  cotton-growing  States,  the 
hours  of  operation  for  active  spindles  declined  from  52^  hours  in  April  19^-2 
to  an  average  of  U62  hours  from  August  to  January  of  this  season,  a  drop  of 
12  percent.     In  the  non-cotton  growing  States,  the  hours  of  operation  dropped 
from  UOS  to  ^10  or  2k  percent  "between  the  two  periods.     In  recent  months 
employment  in  cotton  manufacturing  in  the  cotton-growing  S tates  has  continued 
to  decline  while  employment  elsewhere  b»s  increased  slightly. 

These  data  raise  the  question  as  to  whether  or  not  higher  earnings, 
alone,  in  cotton  manufacturing  would  have  prevented  the  decline  which  has  - 
occurred  in  cotton  consumption  and  cotton  textile  production.    Obviously,  1 
if  earnings  in  cotton  manufactures  had  "been  higher,  "both  absolutely  and 
relative  to  other  manufactures,     some  workers  who  went  elsewhere  might  have 
remained  and  it  might  have  "been  easier  to-  recruit  new  workers.     The  fact 
remains,  however,  that  industries  with  far  higher  average  earnings  have'  found 
it  difficult  to  maintain  their  level  of  employment,  and  it  is  improbable  that 
higher  pay  scale  alone  would  have  caused  cotton  mill  consumption  and  cotton 
textile  production  even  to  approach  the  peak  rates  reached  in  19^2. 

War  Labor  Board  Recommends'  5.  Cents  Per 

Hour  Wage  Increase  in  Cotton  Manuf ac t ur i ng 

On  February  21  the  National  War  Labor  Board  completed  its  decision 
in  the  disputes  involving  2~^  southern  cotton  textile  companies,  25  New 
England  cotton  and  rayon  companies,  and  six  New  York  and  Pennsylvania  rayon 
companies . 

"The  Board  in  these  three  textile  orders  is  not  only  raising  these 
sub  standard-of-living  wage  rates  for  the  e*ke  of  the  workers  involved  but  is 
striving  to  increase  production  in  a  critical  war  industry, "  Chairman  William 
H.  Davis  stated.     "Its  products  are  desperately  needed  by  the  armed  services 
and  civilians  in  quantities  larger  than  the  industry  is  able  to  produce 
because  of  manpower  shortages." 

A  minimum  rate  of  55  cents  an  hour  was  ordered  in  a  "move  toward  the 
correction  of  sub  standards  of  living"  under  the  Board Ts  statutory  duty  in  all 
dispute  cases  to  "provide  for  terms  and  conditions  to  govern  relations  between 
the  parties  which  shall  be  fair  and  equitable  to  employer  and  employee  under 
all  the  circumstances  of  the  case". 

The  3oard  ordered  a  retroactive  payment  equal  to  5  cents  per  hour 
dating  from  October  1,  19^i  unless  otherwise  agreed  by  the  parties. 

The  Board '.heretofore  generally  has  applied  50  cents  an  hour  as  the 
substandard    minimum  to  the  extent  that  employers  are  authorized  to  raise 
wages  to  50  cents  an  hour  without  applying  to  the  Board  for  approval* 
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Having  raised  the  minimum  rate,  to  55  cents,  .the .  Board,  found  it. 
nesessary  to  inorea.se  all,  rates  above  the  present  5^-cent  figure  by'  5 
cents  an  hour  in  order  "to.  keep  the  minimum  differentials  between  immedi- 
ately interrelated  job  classifications  necessary  for  the  maintenance 
of  productive  efficiency*"    This  means  that  an  employee  affected  by  the 
order  whose  farmer  wage  was  51  cents  or  1  cent  above  the  minimum,  will 
now  get  56  cents  or  1  dent  above  the  new  minimum.  It  found  that  the;  wage 
rate  structure  is  compressed  close  to  the  5^-cent  minimum #  due  to  gradual 
increases  in  minimum  rates  over  a  period  of  years  and  failure  in  the  pa&t 
to  keep  the  proper  differentials  between  jobs  above  the  minimum. 

The  Board' s  orders  in  .the  southern  and  New  England  cases  stated  that 
"further  narrowing  of  wage  differentials  between  job  classifications  above 
the  minimum  is  incompatible  with  the  maintenance  of  productive  efficiency 
in  the  manufacture  of  cotton.,  textile  goods  so  vital-  to  the  prosecution  of 
the  war  and  to  the  civilian  economy."  In  most  of  the  southern  companies, 
the  order  added,  the  present'  narrow  differentials  are  "an  impotent  factor 
in  causing  the  present critical ' shortages  of  war  and  civilian  textilep. " 

Each  company 'and  the  union  were  directed  "to  establish  through 
collective  bargaining'  a  more  balanced  and  pronerly  aligned  wage  rate 
structure  in  which. the  rates'for  semi-ski? led  and  skilled  employees  provide 
a  reasonable  differential -'above  the  minimum  rate. " 

As  respects  the  reclassification  adjustments  the  order  explained, 
"little  or  no  increase  -will  be  needed  in  some  plants  where  wage  rates  are 
now  in  a.  sound  relationship."    In  others,  where  aost  rates  are  now  close 
to  the  minimum,  "  greater  adjustments  will  'be  required,  but  in  the  Southern 
and  New  York-Pennsylvania  cases  these  are  not  to  exceed  an.  over-all  average 
increase  of  five  cents  an  hour  computed  for  the  total  number  of  employees 
of  the  company.     In  the  New  England  case,  rates  set  forth  in  agreements 
between  the  union  and  the  Fall  River  Textile  Manufacturers  Association  are 
to  be„.used  as  a  guide  in  negotiating  rates  between  the  "guideposts"  provided 
in  the  order.     This  "overall  average  increase  of  five  cents  an  hour" 
is  over  and  above  the  five-cent  increase  occasioned  by  the  -advance  in  the 
minimum  hourly  wage  from  50  cents  to  55  cents.  :..;ir'. 

In  the  southern  case,'  a  premium  of  5  cents  an  hour  wasr  .ordered  for 
work  on  the  third  shift,  effective  as  of  the  date  of  the  Board's  order. 
The  union  had  requested  a  7-*cent  differential  in  the  Southern  case  but  this 
was  not  an  issue  in  the  other  cases. 

For  11  southern  companies  in  which  vacations  we're  an  issue,  the 
Board  ordered  one  week's  vacation  with  pay  for  emp"1  oyees.  with  one  year  of 
service  unless  a  aiore  liberal  plan' was' contained  in  an  expired  contract  in 
the  company  involved.     The  vacation  allowance  is  to  be  computed  as  2  per 
cent  of  the  individual  employees'  total  earnings  during  the. previous  year, 
and  the  employees  are  '  to  receive  vacation  pay  in  lieu  of  vacation  time  off 
if  the  company  "requires,  their  services  in  the  interest  of  war  production." 

:>*S%^L4f '  ■'.  ..  T~ '    ■  "*-         ,'       V      1'  -      t  'j * '  "  .  ■  (    ;  .  '        *      ,       J*       r  '• 

The  Board  ordered  that  negotiations  :dh  rate  schedules  in  each  plant 
should  commence  immediately  and  it  placed  in  effect  all  provisions  of  the 
three  orders  vhieh  do  not  involve  compensation  to  employees. 
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Provisions  of.  the  orders  which  affect  compensation  to  employees, 
however,  werp  stayed  by  the  Board  "pending  the  further  order  of  this  Board, 
which  will  be  issued  as  soon  as  the  questions  of  procedure  regarding  price 
relief  (or  production  costs  in  cases  involving  procurement  agencies)  now 
under  discussion  between  the  Economic  Stabilization  Director  and  the  Board 
have  been  resolved. " 

Some  Mills  May  Have  Lacked  Necessary 
Incentive  To  Maintain  Output 

Another  aspect  of  the  cotton  textile  situation  is  whether  or  not  the 
outlook  for  mill  earnings  (after  taxes)  has  been  such  as  to  induce  the  mill 
management  to  exert  itself  to  the  utmost  to  maintain  its  working  force  on 
all  shifts. 

According  to  the    onthly  bulletin  of  the  National  City  Bank  of  New 
York,  ■  the  net  income  after,  aepreciat ion,  interest,  taxes,  and  other  charges 
and  reserves,  but  before  dividends,  averaged  12.0  percent  of  net  worth  in 
19hl,  10.6  percent  in  19^2,  and  g.U  percent  in  19^3.     In  I9U1  this  average 
of  12.0  percent  compares  with  an  average  of  12.3  percent  for  the  manufac- 
turing industries  reported,  out  of  --hich  the  cotton  goods  industry  ranked 
21st.     In  both  I9U2  and  19^3  the  average  percent  rate  was  9.9  for  the  ^4 
manufacturing  industries,  and  cotton  goods  ranked  17th  in  19^-2  and  jkth  in 
19^3 •     Comparable  data  are  not  yet  available  for  19^-,  but  the  textile  and 
apparel  group,  which  includes  cotton  goods,  had  an  annual  rate  of  return 
of  8.1  percent  during  the  first  9  months,  as  compared  with  9.5  percent 
during  the  corresponding  9  months  of  19^3*     ^e  sverage  for  all  manufacturing 
industries  was  at  an  annual  rate  of  8.9  percent  in  19^-h  as  compared  with 
8.7  percent  a  year  earlier.    Thus  the  earnings  in  the  cotton  goods  industry 
have  declined  both  as  a  percentage  of  net  worth  and  as  compared  with  all 
manufacturing  industries.     That  earnings  this  year  are  still  unusually 
favorable  is  evidenced  by  the  fact  that  in  1939  the  comparable  averages  were 
3.1  percent  for  the  cotton  goods  industry  and  8.3  percent  for  all  manufac- 
turing industries. 

Of  course,  all  of  the  above  figures  are  averages  for  groups  of 
reporting  firms  and  the  range  has  very  likely  been  substantial  as  between 
mills.     Since  some  mills  have  higher  production  posts  for  particular  items 
than  others  and,  also,  since  some  shifts  are  less  efficient  and,  therefore, 
higher  cost  than  others,  it  is  entirely  possible  that  some  of  the  higher- 
cost  firms  have  lacked  the  necessary  incentive  to  recruit  ?nd  train  the 
number  of  workers  that  would  have  been  necessary  to  maintain  production  at 
approximately  peak  levels.    Another  factor  which  may  ha.vp  reduced  the  incen- 
tive of  some  mills  to  strive  for  maximum  textile  output  has  been  the  present 
tax  structure.      Where  the  profits  are  such  as  to  place  the  sSill  in  a  very 
high  tax  bracket  or  where  any  further  rise  in  profits  would  raise  it  from 
one  tax  bracket  to  another,  t^e  effect  on  output  might  be  very  much  the  same 
as  was  noted  above  with  respect  to  high-cost    mills.     The  lack  of  sufficient 
incentivp  for  achieving  a  higher  level  of  textile  output,  though  far  less 
important  than  the  tight  labor  situation  in  explaining  the  decline  in  cotton 
consumption  and  textile  tutput , nevertheless  appears  to  be  worthy  of  mention. 
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Low-Priced  Lines  Have 

Been  Especially  S ca r c e 

In  a  recent  statement  Price  Adminis-trator  Chester  Bowles  said,  "Tjfcere 
has  "been  a  shift  in  production  from  lower-priced  to  higher- pi  i  cod  apparel.- 
Production  and  sale  of  many  kinds  of  lower-priced  cloth  ha    shrunk  alarmingly 
and  even  disappeared,  while  production  of  higher-pi  iced  cloth  has  in  most 
cases  expanded."    (OPA-533O,  February  19,  I9U5) 

The  consumers  of  the  nation  have  had  more  money  to  spend  than  ever 
"before  and  they  have  proved  themselves  willing  "customers  for  higher-priced 
lines  than  those  normally  purchased.     With  ceiling  prices  generally  so 
Constructed  as  to  allow  percentage . mark-ups  "based  on  cost,  garment 'manufac- 
turers and  retailers  alike  found  it  mere  profitable,  particularly  under 
conditions  of  a  tight  fabric  situation,  to  favor  h igher— priced  lines  on  which 
both  the  actual  and  the  percentage  mark-ups  are  often  greater.     This  was  done 
in  considerable  part  by  means  of  introducing  "new  products"  and,  thereby, 
establishing  higher  ceilings  than  those  provided  for  standard  merchandise 
under  the  General  Maximum  Price  Regulation  and  certain  other  ceiling  price 
regula  t  ions . 

A  frequently  encountered  abuse  has  been  the  making  of  textile  products 
from  fabrics  which 'are  by  their  very  nature  poorly, suited  to  the  use  to  which 
they  have  been  put.-    This  not  only  results  in  an  unsatisfactory  product., 
which  will  not  give  value  received  to'  the  purchaser,  but  prevents  the  scarce 
cloth  from  being -put  to  a  us'e  for  which  it  would  be  suitable. 

Ha yon  Products  More  Generally  Available 

Many"  people  have  asked  why  it  is  that  rayon  fabrics  in  retail  stores 
are  so  much  more  plentiful  than  cotton  fabrics.  Are  they  being  produced  in 
larger  quantities?  Are  military  takings  less  important  than  in  the  case  of 
cotton?     Just  what  is  the  reason? 

Earnings  of  norkers  in  the  "silk  and  rayon  goods"  industry  are  higher 
than  in  cotton  manufacturing  and  the  increases  have  been  at  about  the  same 
percentage  rate.'    Rayon  is  generally  also  considered  an  easier  or  at  least 
a  more  pleasant  fiber  on  which  to  work,  because'  of  the  absence  of  dust. 
Despite  these  advantages,  _ employment  in  "silk  and  rayon  goods"  declined  by 
the  same  percentage  (15  percent)  as  employment  in  "cotton  manufactures  except 
small  wares . " 

The  use  of  ray.cn  piece  goods  by  the  armed  forces  has  increa.sed  greatlj 
since  the  national  defense  progr-m  commenced.    Nevertheless,  the  actual  quan- 
tity of  rayon  and  the  percentage  of  the  total  output  of  rayon  fabrics  used 
by  the  armed  forces  are  materially  frailer  than  in  the  'case  of  cotton. 
Consequently  the  supplies  of  rayon  recently  available  for  civilian^  is  much 
nearer  to  the  pre-war  peak  level  than  is  the  case  with  cotton  fabrics.  In 
1:  rge  part  because  of  the  relative  scarcity  of  cotton,  wool,  and  linen  fabricr 
rayon  has  found  it  easier  than  normally  to  en.ti  r  new  fields  of  civilian  use. 
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Action  3eing  Taken  To  Alleviate 
Ti ght  Textile  Situation 

Action  has  "been  taken  from  time  to -time  "by  the  War  Production  3oard, 
the  Office  of  Price  Administration,  the  War  Manpower  Commission,  the  United 
States  Employment  Service,  and  the  War  Department  to  increase  the  production 
of  cotton  textiles.     In  the  main,  textile  production  has  not  "been  increased, 
although  it  is  entirely  possible  that  these  actions' prevented  the  decline 
from  being  even  greater.     In  fact,  there  i s  evidence  that  total  output 
increased  in  those  mills  (producing  duck  and  tent  twill)  to  which  the  army 
recently  assigned  -oersonnel. 

l-'i.  A.  P.  To  Increase  Production  of 

^gggntial  Low  and  Medium  Pri ced  C-arment-s 

A  comprehensive  new  program  controlling  manufacturers'  price  levels 
for  many  apparel  and  apparel  accessory  items  -was  recently  announcer?  "by  the 
•  Office  of  Price  A.dmini  strati  on  according  to  the  official  announcement  which 
is  nuoted  betLow -almost  in  full: 

"'This  order  —  known  as  the  Maximum  Average  Price  is  one  part  of  a 
"broad  Government  program  to  reduce  inflated  clothing  prices  and  to  assure 
adeau^te  production  of  essential  low  and  medium-priced  garments,  1  the 
Administrator  continued.     ,ve  have  worked  closely  with  ."the  War  Production 
.^oard  vhiqh  is  issuing  today  a  companion  order  (Order  M-3S8,  with'  schedules 
A,  3  and  C)  .     These  two  orders,  will  tie  in  closely  arid  both  "will!  attack  this 
dangerous  source  of  inflation -in  clothing  prices  caused  by  the  virtual 
disappearance  of  low— -and  medium-priced  items.  ' 

"The  Maximum  Average  Price  order  not  only  covers  the  list  of  essential 
apparel  covered  by  the  WP3  order,  but  it  will  also  apply  to  a  large  number 
of  other  items  of  apparel  and  clothing  accessories,  Mr.  Bowles  said.  A 
broad -outline  of  the  ol=n  was  given  today  and  the  official  order  will  be 
issued  shortly. 

"Under  the  terms  of  the  order.,  manufacturers  will  continue  to  price 
individual  items  just  as  before  under  existing  price  regulations.  The  order, 
however,  provides  an  additional  control  of  average  prices.  The  new  action 
will  require  each  manuf acturer  to  arrange  the  distribution  of  his  sales  "by 
price  lines  so  that  the  weighted""  average  of  his  selling  prices  will  be  re- 
stored to  the  average  level  of  a  series  of  quarterly  base  periods  covering 
the  four  selling  seasons  of  the  year. 

"    'To  consumers,  the  Maximum  Average  Price  order,  in  conjunction  with 
WP3  orders,  will  mean  that  a  larger  proporti-oh  of  cotton,  rayon  and  woolen 
garments  than  ha.s  been  recently  available  will  he  ohtainable  in- .-low  and 
medium  price  lines.     The  results,  of  course,  will  not  be  felt  until  apparel 
t'o  he  manufactured  under  the  new  program  h=gin=  to  reach  retailers  this 
summer. 

"   'For  the  past  year  and  &  half",  clothinr  prices  have  been  increasing 
at  an  alarming  rate,  while  at  the  same  tim-3  the  Bureau  of  Labor  Statistics 
index  of  other  retail  orices  and  rents  on  th*  average  ha.s  held  remarkably 
steady.     During  the  12  months  from  December  19U?  to  December  19^3 »  tne  rise 
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in  the  3LS  clothing  index. was  more  than  twice  as  g~eat  as  the  rise  in  the 
general  index  of  retail  prices  and  rent1;..     In  the  following  twelve  months  — 
"Oec^mber,  19^3  to  December,  lqUH,  — "the  rise  in  the  clothing  index  was  three 
times  the  ris^  in  the  general  index.,. 

"   'This  rise  has  resulted  only  slightly  from 'direct  price  increases  on 
individual  items,  "but  primarily  from  a  shift  in  production  from  lover  priced 
to  higher  oriced  goods.     This  shift  would  "be  serious  enough  for  low  income 
consumers  even  if  the  higher  priced  merchandise  always  represented  he  tter 
quality.     Frequently,  however,  the  difference  "between  loiter  and  higher  price 
lines  is  only  in  style;  and  in  many  cases  the  shift  to  higher  price  lines 
represents  nothing  more  than  a  concealed  direct  price  increase. 1 

"Mr.  3o\tfles  said  that,  while  the  price  controls  on  clothing  which  have 
existed  since  x'lay,  19^+2,.  have  performed  the  important  service  of  preventing 
prices  from  running  wild,  they  have  done  little  to  impede  the  shift  to  higher 
price  lines.     With  the  infinite  variety  a.nd  constant  change  of  most,  clothing 
items,   it  is  very  di  Yicult  to  derive  r>rice  controls  which  will  completely 
prevent  sellers  from  moving  what  is  essentially  the  same  item  from  a  lower 
to  a  higher  price  line,  the  Administrator  added, 

11   'The  rise  in  average  prices  of  apoa.rel  has  resulted  from  two  kinds 
of  shifts,'  the  Administrator  continued.    'First,  there  has  "been  an  expansion 
of  production  hy  higher  priced  producers,  while  lowpr  -oriced  -oroducers  were 
losing  production.     Second,  within  each  oroducer's  own  sales,  there  has  been 
an  exoansion  of  the  proportion  in  his  higher  price  lines,  accompanied  hy  a 
sharp  contraction  or  disapoearance  of  his  sales  in  his  lover  orice  lines. 

"'Today's  YP3  order  (M~3gg,  with  Schedules  A,  B  and  C)  hy  giving  pre- 
ference ratings  to  "oroducers  of  listed  essential  items  strikes  at  an  important 
source  of  the  inflation.     OPA's  Maximum  Average  Price  order  attacks  another 
source  of  inflation  hy  requiring  that  each  producer  restore,  on  the  average, 
hi<=  T)rice  lines  in  his  "base  period.     These  are  some  of  the  key  points  in 
the  hroad  W3-OPA  program  to  obtain  solution  of  the  critical  price- and  pro- 
duction nroblems  which  now  exist  in  the  textile  and  clothing  field. 1 

"Under  the  Maximum  Average  Price  order  every  manufacturer  covered  hy 
the  order  computes  for,  each  category  which,  he  sells  his  weighted  average  price 
in  each  of  the  four  Quarters  "between  July  1,  19^2,  and  June  30»  19^3.  ^he 
weighted  average  price  for  each  of  these  "base  period  quarters  "becomes  his 
maximum  average  price  for  each  corresponding  quarter  hereafter. 

"The  "base  period  average  prices  are  reported  to  the  OPA,  and  at  the 
end  of  each  quarter  of  operation  under  the  order  each  producer  reoorts  his 
actxial  weighted  average  price  during  the  quarter. 

"It  is  planned  that  the  first  pricing' period  under  the  regulation  will 
he  an  ahhreviated  one  -  from  May  1  through  June  30»  19^5. '   Thus  a  period "of 
time -will  he  allowed  "between  the  date  of  issuance  and  the  "beginning  of  opera- 
tions, Mr.  3ovles  said,  in  order  that  sellers  may  readjust  their  price  lines, 
use  uo  inventory  of  high  priced  materials  and  otherwise  prepare  themselves 
for  operations  under  the  new  regulation. 
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"If  the  manufacturer's  actual  average  price  for  any  category  exceeds 
the  maximum  average  "orice  by  more  than,  a  «r>ecified  tolerance,  the  seller 
must  immediately  "begin  to  operat°  on  a  'deficit  "basis.'     For  the  first  two- 
month  period  the  tolerance  '-'ill  be  fixed  at  a  relatively  high  per  centals,  hut 
it  will  be  reduced  in  subsequent  ouerters.     This  high  "percentage  tolerance 
allowed  for  the  first  -or icing  period  will  be  given,  OPA  said,  to  ea=e  the 
manufacturers'  transition  from  nrps°nt  production  schedules  "to  thos'*1  re- 
cmirad  by  th*3  new  urogram. 

"While  operating  on  a  'deficit  basis'  the  manufacturer  may  c-=ll  no 
garment  in  any  category  at  a  price  higher  than  Ms  maximum  average  price 
for  that  category  until  his  deficit  has  been  made  uo4     His  deficit  is  ma.de 
up  when  he  has  sold  a  sufficient  numbar  of  items  in  any  category  a.t  prices 
below  his  maximum  average  prices  so  that  the  <?u_m  of  the  individual  amounts 
"hv  whichhis  actual  prices  are  below  his  maximum  average  -orices  in  the 
current  nuartcr  eouals  the  amount  of  his  total  deficit  in  the  previous 
quarter.     Once  he  has  made  uo  his  deficit,  the  sellpr  may  again  sell  indi- 
vidual items  at  -orices  above  the  maximum  average  price  so  long  as  his 
averare  Tjrice.  for  each  category  does  not  exceed  his  maximum  average  -orice 
in  the  remainder  of  the  ouarter. 

"Provision  will  be  ma^e  for  sellers  who  have  entered  business  since  the' 
base  period.     The  maximum  average  prices  which  they  may  use  will  be  subject 
to  later  adjustment  by  OPA  so  that  such  sellers  will  not  receive  an  advantage 
over  othcr  sell-rs  who  i:ere  in  business  in  the  ba.se  period.     New  sellers 
will  apply  to  their  OPA  District  Offices*  for  establishment  of  maximum 
average  -orices.  -:  •*  '• 

"OPA  sa.id  that  the  order  is  simple  and  can  be  observed  by- manufacturers 
with  a  minimum  of  burden  of  record- kee-oing  and  reporting.     The  operations  of 
most  garment  manufacturers  are  sufficiently  flexible  to  allow  thein  easily  to 
ulan  their  -production  to  meet  the  r-oui.rements  of  the  ord.er,  officials  added. 

"   'An  order  as  broad,  in  its  scope  as  the  Maximum  Averave  Price  order 
for  manufacturers  can  obviously  in  its  initial  issuance  not  foresee  all  of  - 
the  problems  which  may  arise  in  its  subs<=ouent  administration,'     Mr.  3owles 
said,    ,T.'.Te  stand  ready  during  the  int^rv^l  between  issuance-  and.  effective 
dates,  and  thereafter,   to  examine  fully  any  special  situations  which  may 
reauire  modification  of  the  renewal  scheme.     Where  such  modifications  win 
ease  th^  burden  uoon  the  particular  -producers  involved  without  imoairins 
the  effectiveness  of  the  or^er,  appropriate  changes  win  be  made.  '  " 

"OTKFR  AT*"? CIS.  0.7  THS  C0TT0"T  SITUATION 

Consumption  ^at e  £bout 
Unchan^^d  in  January 

During  January  gUq , 9U5  bales  of  cotton  ver»  consumed  by  American  mill:s. 
This  is  equivalent  to  37,775  bal^s  u-r  working  day  or  at  an  annual  rate  of 
Q, 711,00^  ba-l°-s.     For  the  first  half  of  tha  current  season  consumption  totaled 
U, 877, 181  bales,  which  is  eouivalent  to  an  annual  rate  of  9»6£3iO°°  bales. 
Of  this  latter  amount  108,000  represents  foreign  cotton.     The  small ' difference 
between  the  annual  rate  based  -on  consumption  in  January,  an"  the  annual- rate 
based  on  consumption  for  the  first  half  of  the  current  season,  indicates 
that  consumption  in  recent  months  has  been  fairly  well  stabilized  at  about 
this  level.     During  the  first  half  of  last  season,  consumption  '"as  at  an 
annual  rate  of  10,107,000  bales  which  was  165,000  bales  more  than  actual 
consumption  for  the  full  191+3-UU  season. 
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Parity  Price  at  Maximum  Level 
Covered  fry  OPA  Ceiling  Price 

After  holding  at  21.08  cents  p.er  pound  for  k  months,   the  United  States 
parity  -orice  of  cotton  advanced  to  21.20  cents  in  November  and  December  and 
to  21.33  cents  in  January.     The  latter  is  the  highest  parity  price  covered 
by  current  -^rice  ceilings.     Cotton  prices  (Middling  15/16-inch  in  the  10 
markets)   fluctuated  between  21.22  cents  and  21.85  cents  during  the  month 
ended  February  15  and  averaged  21.51  cents  per  pound.     The  10-ma.rket  orice 
of  Middling  15/16  inch  cotton  on  February  15  of  21.66  cents  compared  with 
a  parity  equivalent  of  22. .U9  cents  based "on  the  January  parity  price,  an 
average  Government  loan  rate  of  21.19  c  frits,  and  a  G-overnment  purchase' price 
for  February  of  22. l6.. cents  in  those  markets.     Changes*  in- expectations  con- 
cerning 'the  lenart1"  of  the  war  in  Europe  and  legislation  affecting  farm 
pric-s  in  the  United  States  are  among  the  mo^e  important  factors  which  have 
been  affecting  cotton  during  the  -bast  f pw  months. 

CCC  Loan,  Purchase ,  and 
Sale  Activities 

Through  February  17  a  total  of  2,003,177  bales  of  cotton  had  been  re- 
ceived under  the  19-4-H  G-overnment  loan.     Of  this  quantity  88,265  bales  had 
been  redeemed  leaving  an  outstanding  amount  of  1,91'+»912  bales.     Up  to  the 
same  d^te  purchases  under  the  l^k  cotton  purchase  program  totaled  1,-4-96,191 
bales,  and  sales  registered  under  the  export  payment  program  215,^-81  bales. 

The  Commodity  Credit  Corporation  had  also  requested  bids  on  50,000 
bales  of  cotton,  divided  among  H  qualities,  to  be  used  for  lend-lease  purposes. 
The  purchase  of  this  cotton  will  raise  the  total  purchases  for  lend-lease  to 
118,000  bales..    Other  cotton  for  lend-lease  has  been  supplied  out  of  Commo- 
dity Credit  Corporation  owned  stocks. 

I9U5  Federal  Cotton  Crop 
Insurance  Program 

Federal  insurance  protecting  a  farmer's  crop  against  loss  up  to  75 
percent  of  his  average  yield  is  being  offered  on  American  upland  cotton  this 
year  by  the  Federal  Crop  Insurance  Corporation.,    Applications  for  and  sales 
of  insurance  are  being  handled  through  county  offices  of  the  Agricultural 
Adjustment  Administration.     A  .farmer  wishing  insurance  should  complete  his 
application  before  his  earliest  planting  date  or  the  date  set  by  the  Corpora- 
tion for  his  area,  whichever  is  the  earlier.     A  minimum  of  50  applications,  or 
applications  from  one-third  of  the  farms  in  the  county,  whichever  is  smaller, 
is  required  before  the  program  will  be  in  effect  in  that  county.  Maximum 
insured  production  and  premium  rates  for  individual  farms  are  available 
now  in  county  AAA  offices. 

Highlights  of  the  program  according  to  the  official  announcement  are: 
(l)  All  cotton  producers  —  sharecroppers,  tenants,   and  owners  —  pre  eligible 
to  insure  their  19^5  cotton  crops  under  thp  program.     (2)  Producers  desiring 
a  lower  coverage  than  75  percent  may  insure  th^ir  jrops  up  to  50  percent-  of 
their  a.verage  yield.     (.3)  Maximum  insured  production  will  vary  according  to 


the  stage  of  the  crop 1  s  development.     ( 4)  Insurance  covers  loss  "because  of 
drought,  flood,  hail,  wind,  frost,  lightning,  fire,  excessive  rain, . snow, 
wildlife,  hurricane,  tornado,  insect  infestation,  plant  disease,  or  any- 
other  unavoidable  cause  as- may  be - dete "mined  by  the  3oard  of  Directors  of 
the  Corporation.     (5)     Producers  may  also  insure  their  cottonseed  against 
loss.     (6)  Farmers  may  use  any  icemnity.  payable  under  the  insurance  contract 
as  collateral  security  for  a  lo^n  for  current  crop  production  or  for' any 
other  financial  obligation*     (7)  Adjustment  and  settlement  of  cro^  losses 
will  be  mada  by  representatives  of  the  Federal  Crop  Insurance  Corporation. 
Farmers  can  oMa.in  further  details  on  the  crop  insurance  program  at  their 
county , "gri cultural  Adjustment  Administration  office  or  by  writing  to  the 
Federal  Crop  Insurance  Corporation,  United  States  Department  of  Agriculture, 
Washington  ?5,  D.   C.  ■ 
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Table  3.-  STATISTICAL  SUMMARY 


Item 


trices : 

Middling  15/l6-inch,  10  markets 

Farm,  United  States   

Parity   

Farm,  percentage  cf  parity  ..... 
Premium  of  l-l/8-inch  over 
oasis  2/ : 

Memphi s   *  

Carolina  ,rB"  mill  area  ....... 

SxP,  New  England  mill  points  3/ 

Cloth,  17  const  actions   

Mill  margin  (17  constructions)  • 

Cottonseed,  farm  price  •« 

Cottonseed,  parity   

Cottonseed,  farm,  pet.  of  parity 
Consumption: 

All  kinds  during  month,  total 

All  kinds  cumulative,  total  . 

All  kinds  per  day,  total  .... 

All  kinds,  annual  rate   » 

American-Egyptian  cotton,  total 

American-Egyptian,  cumulative 

Foreign  cotton,  total   

Foreign  cotton,  cumulative  . . 
Stocks,  end  of  month: 

Consuming  establishments  . ... 

Public  storage  and  compresses 

Total  h/   

•Egyptian  cotton,  total  4/  ... 

American-Egyptian  cotton  total  4/ 
Index  numbers: 

C.tton  consumption   119^5-39  =  100 

Prices  paid,  interest,  and  taxes  :1910-l4  =  100 


1,000  bales 
1,000  baletr 

Bale 
Million  bales 

Bale 

Bale 

Bale 

Bale 

1,000  bales 
1,000  bales 
1,000  bales 

Bale 

Bale 


Unit 

.  1P44 

1945  :Pct.  0 

or  base 

1 

Jan. 

!  Nov. 

Dec.  : 

• 

Jan. 

year 

period 

t 

►  1 

■ 
• 

:ago  1/ 

Cent 

!  20 

.17 

21.38 

21.55 

ai.66 

107 

Cent 

:  20 

.15 

20.7S 

20.  S5 

20.20 

100 

Cent 

:  20 

-S3 

21.20 

21 .20 

21.33 

102 

Percent 

!  97 

9S 

9? 

95' 

98 

Point 

^00 

425 

>+25 

425 

85 

Point 

,700 

625 

625 

612 

87 

Cent 

:  47 

.20 

51.75 

52.00 

52.00 

11$ 

Cent 

1+0 

.62 

42.44 

42.69 

42.69 

105 

Cent 

:  20 

•  57 

21.31 

21.41 

21.32 

104 

Dollar 

52 

.SO 

5^.4o 

53.10 

•52.80 

100 

Dollar 

•37 

.90 

3  s.  60 

3S  .60 

J>o  .  Oil 

-  r»--> 

-i-  w  C. 

Percent  ; 

139 

13s 

138 

136 

,  .96- 

818. 7 
5,091 


836. 5  760.7 
3,266  4,027 
48,987  38,909  38,037 

10.0    10.0  9.7 

3,639  3,561  3,298 
21,673  14,019  17,317 

9,647  9,811  8,122 
58,122  36,620  44,742 


2,381  2,210 
12,115  13,186  i\yj$ 
14,496  1  5,396  1  5,fi5 
67,021  43,044  42,021 
56,218  46,384  48,845 


150 
168 


149 
171 


146 
171 


849.9 
4,877 
.37,775 
9.7 

3,818 

21,135 
9.836 
54,57S 

2,291 
12,991 
15,282 
^8,949 
46,598 

145 
172 


104 
96 
57 
97 

105 
98 

102 
9^ 

96 
107 
105 

5s 

83 

97 
102 


1/  Applies  to  last  month  for  which  data  are  available. 

2/  Premiums  for  Middling  l-l/8-inch  based  on  near  active  month  futures  at  New  York. 
3/  SxP,  No.  2  l-l/2-inch,  New    England  mill  points. 

4/  Includes  only  stocks  in  mills  and  public  storage  and  at  compresses. 
Corn-piled  from  official  sources. 


